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TAX REVIEW COMMISSION 
 
 

MINUTES OF THE TWENTY-THIRD MEETING OF THE 
TAX REVIEW COMMISSION 

HELD AT 830 PUNCHBOWL STREET, ROOM 221 
IN THE CITY AND COUNTY OF HONOLULU 

STATE OF HAWAII, ON FRIDAY, DECEMBER 1, 2006 
 
 
The Commissioners of the Tax Review Commission met at the Department of Taxation, Director 
Conference Room, in the City and County of Honolulu, State of Hawaii, on Friday, December 1, 
2006. 
 
Members Present: Chairman Isaac Choy, Manoa Consulting Group, LLC CPA's 
 Vice-Chairman Ronald Heller, Torkildson Katz Fonseca Moore & 
  Hetherington, AAL, ALC 
 Christopher Grandy, UH Manoa, Public Administration Program 
 Melanie King, Bank of Hawaii 
 Lon Okada, Hawaiian Electric Industries, Inc. 
 John Roberts, Niwao & Roberts, CPA's 
 
Members Absent : Carolyn Ching, Carolyn L. Ching CPA 
 
Staff: Tu Duc Pham, Donald Rousslang, Cathleen Tokishi 
 
Other: Harry Blanchette, Senate Minority Research Office 
 Hayley Callahan, DOTAX 
 Diane Erickson, Dept. of Attorney General 
 Peter Fritz 
 Catherine Morris, Paul T. Morris, M.D. 
 Johnnel Nakamura, DOTAX 
 Marilyn Niwao, Niwao & Roberts, CPAs; HAPA 
 Tom Smyth, DBEDT 
 
 
CALL TO ORDER 
 
Chairman Isaac Choy called the meeting to order at 4:05 p.m. with a quorum present.  
 
 
APPROVE MINUTES OF MEETINGS OF OCTOBER 25, AND 31 
 
The Chairman called for any corrections or additions to the minutes for the meetings on 
October 25, 2006, and October 31, 2006; there were none. 
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It was moved by Ms. King and seconded by Mr. Okada to approve the minutes of 
October 25, 2006, and October 31, 2006. The motion carried without opposition.  
 
 
ANNOUNCE CORRESPONDENCE RECEIVED 
 
The Chair noted the receipt of faxed correspondence from Ms. Catherine Morris and invited her 
to speak to the Commission. Ms. Morris stated that they had a bill introduced in 2006 to exempt 
medical services from the 0.5% county surcharge tax and planned to have it reintroduced in 
2007.  
 
She stated that they felt that a tax credit was not as good as an exemption. Her husband is a 
surgeon at Queen's and the head of the Cancer Center where 19% of the patients are from the 
neighbor islands. She was concerned that a credit would not sufficiently benefit the neighbor 
island taxpayers who do not have the same access to health care and that middle class taxpayers 
would be unable to afford their health insurance premiums and co-payments because the tax 
represents a lot of money being siphoned out of health care to pay for transportation. 
 
The Chair asked if there were any questions for Ms. Morris; there were none. He thanked her for 
her submission and for taking the time to attend the meeting. He explained, however, that the 
deadline for submitting new topics for consideration and inclusion in the report had long passed, 
and though they could not consider her suggestion for inclusion, they would enter her comments 
and correspondence into the record. 
 
The Chair noted the receipt of an e-mail received from Mr. Doug Megla, a CPA and Maui 
resident, who suggested that the Commission consider recommending that an exemption from 
the general excise tax be provided for rental transactions between related parties. The Chair 
called for discussion; there was none and the Chair stated that Mr. Megla's correspondence 
would be entered into the record. 
 
 
ACCEPT FINAL REVISIONS TO EXTERNAL STUDY #2, "MEASURING THE COSTS 
AND BENEFITS OF HAWAII'S HIGH TECHNOLOGY BUSINESS INVESTMENT 
TAX CREDIT" 
 
Dr. Grandy confirmed that the changes he had wanted with respect to the citations had been 
completed.  
 
It was moved by Dr. Grandy and seconded by Mr. Heller, that the study, "Measuring the Costs 
and Benefits of Hawaii's High Technology Business Investment Tax Credit" be accepted. The 
motion passed with the following votes: 6-Yes. 
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The Chairman called for the vote: 
 
 Isaac Choy Yes 
 Ronald Heller Yes 
 Christopher Grandy Yes 
 Melanie King Yes 
 Lon Okada Yes 
 John Roberts Yes 
 
 
REVIEW OF ANY COMMENTS ON DRAFT REPORT; APPROVE THE FINAL 
REPORT OF THE 2005-2007 TAX REVIEW COMMISSION 
 
The Chair stated that Correctional Industries would be printing 500 copies. 
 
Mr. Heller reiterated that Attachment I had been changed, such that an "X" was added to a 
number of items indicating the current Commission's agreement with those recommendations 
although the exact wording of the previous recommendation had not been formally adopted. 
 
Discussion was he ld on the proper procedures for transmitting the report to the Legislature; 
whether through the Governor's Office as are some reports from the departments to the 
Legislature or directly as it had been in the past pursuant to the State Constitution and 
chapter 232E, Hawaii Revised Statutes. Ms. Tokishi would work with Ms. Erickson to determine 
the correct procedure.  
 
Ms. Niwao expressed concern about providing copies to the media. Ms. Tokishi stated that she 
had spoken to Mr. Craig Hirai, Chair of the previous Tax Review Commission, who stated that it 
had been problematic primarily because of the delay in posting the report onto the website. 
Ms. Tokishi indicated that the final report would be posted shortly after the copies were provided 
to the Legislature and that a news release referring to the online copy could be issued. 
 
It was moved by Mr. Heller and seconded by Ms. King, that the final report of the 2005-2007 
Tax Review Commission be accepted and approved. The motion passed with the following 
votes: 6-Yes. 
 
The Chairman called for the vote: 
 
 Isaac Choy Yes 
 Ronald Heller Yes 
 Christopher Grandy Yes 
 Melanie King Yes 
 Lon Okada Yes 
 John Roberts Yes 
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CLOSING BUSINESS 
 
The Chair stated that this could be the last formal meeting of the Commission, although 
Mr. Heller noted that the Commission doesn't dissolve until the Legislature adjourns. Although 
Mr. Heller had assumed that both he and the Chair would be going to the various hearings, the 
question was whether the entire Commission would be following up on its report. Ms. Niwao 
noted that the entire Commission attended the last time. The Chair stated that he and Mr. Heller 
would certainly attend Legislative hearings, and the entire Commission is encouraged to 
participate, if available. 
 
Dr. Pham suggested that his staff keep track of any hearings and draft testimony for the 
Commission as needed. However, the Chair stated that he had already begun drafting his 
testimony. Ms. Niwao stated that the finance committees notified Mr. Hirai about hearings that 
took place before the start of the Legislature. Mr. Smyth noted that there was a new committee in 
the Senate, the Economic Development and Taxation Committee chaired by Senator Carol 
Fukunaga. The Chair stated that he would follow-up on that. Dr. Pham stated that Ms. Tokishi 
would also follow-up and could serve as the point person for notifying the entire Commission. 
 
Mr. Roberts stated that everyone should be prepared for calls from the media, including national 
publications, based on Ms. Niwao's experience the last time. Ms. Niwao added that the 
legislators were primarily interested in just the high technology business investment tax credit; 
the Chair stated that he would want to speak about the entire report. 
 
The Chair concluded by thanking all attendees, including the public, for their time and effort. 
 
 
ADJOURNMENT 
 
It was moved by Dr. Grandy and seconded by Mr. Heller to adjourn the meeting at 4:25 p.m. The 
motion was carried unanimously. 
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Date: 11/23/2006 9:06:41 AM Hawaiian Standard Time 
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To: Tax.Research@hawaii.gov 

Dr. Donald Rousslang. 

from doug megla cpa dn resident maui hi.

Currently i read various exemptions for  related part transactions for excise tax that
follow the irs code.    However,  the IRS  code  includes rental between related parties 
that  the same  rules as other exemptions within the irs code.    The  hi excise tax does not provide any 
exemption on rental what so ever.          

An example would be  imputed rental cost on rental sch c of a wife not paid to her husband  to record the 
cost of capital on her business, thus reducing her self employment and following  imputed cost rules,     
the husband reported the rent as imputed on schedule e    however no rent money exchanged hands.  In 
hi  this related party transaction would impose excise tax.

Another example would be where a business owner of a corp. pays them self, on schedule e , rental from 
their own business.   Weather imputed or paid to record the cost of capital.

Hi. Excise tax exemptions follow the IRS code but leave out rental exemption.

I am writing this note to  have the rental exemption considered 

doug megla   808-242-1019




